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Q.

Page 2 of 15

WHAT IS THE PURPOSE OF YOUR SETTLEMENT TESTIMONY IN
THIS PROCEEDING?

The purpose of my settlement testimony is to present the results of ORS
Audit Staff’s examination of the books and records pertaining to Progress Energy
Carolinas, Inc’s. (“the Company” or “PEC”) Fuel Adjustment Clause (“FAC”)
operation. The current review period consists of actual costs from March 2009
through February 2010 and the Company’s estimated costs for the months of
March through June 2010. ORS’s findings from the examination of the actual
costs are set forth below and in the exhibits attached to this settlement testimony.
WHAT WAS THE PURPOSE OF THIS EXAMINATION?

The purpose of this examination was to determine whether the Company’s
accounting practices in computing and applying the monthly Fuel Adjustment
Clause have been in compliance with S.C. Code Ann. §58-27-865, which includes
variable environmental costs. To accomplish this task, ORS examined the
components associated with the operation of the clause.

WHAT WAS THE SCOPE OF ORS’S EXAMINATION?

ORS Audit Staff examined and verified the monthly fuel adjustment factor
calculations and the fuel recovery balances recorded in the Company’s books and
records. The current fuel examination covered the actual period of March 2009
through February 2010 (“actual review period”) and four (4) estimated months
from March to June 2010. ORS Audit Staff did not examine the months of
March, April, May, and June 2010 since these were Company estimated figures.
The Audit Department’s examination consisted of:

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900
Columbia, SC 29201
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AUDIT EXHIBIT JRC-1: COAL COST STATISTICS

In Audit Exhibit JRC-1, titled Coal Cost Statistics, ORS listed spot and contract
coal received, separately and combined, for the actual review period. The
comparison is made in the following five (5) areas:

(1) Tons Received

(2) Percentage of Total Tons Received

(3) Cost Per Tons Received

(4) Total Received Cost

(5) Cost Per MBTU

ORS has taken the combined total received cost for the twelve (12) months and
divided this by the combined total tons for the twelve (12) months to arrive at a
Weighted Average Cost per ton of $93.80 for the actual review period.

AUDIT EXHIBIT JRC-2: RECEIVED COAL - COST PER TON (PER
PLANT)

This audit exhibit reflects the received cost (in dollars) per ton for coal at each
plant during the actual review period, including freight costs.

AUDIT EXHIBIT JRC-3: RECEIVED COAL - COST PER TON
COMPARISON

This audit exhibit reflects the received cost per ton for coal for each month of the
actual review period for PEC, Duke Energy Carolinas, and South Carolina
Electric & Gas Company. ORS has shown, for comparison purposes, the monthly
averages of the invoice cost per ton, freight cost per ton, total cost per ton, and the

cost per MBTU.

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900
Columbia, SC 29201
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AUDIT EXHIBIT JRC-4: TOTAL BURNED COST (FOSSIL AND
NUCLEAR)

This audit exhibit reflects the per book cost of burned fuel used for generation
during the actual review period. The burned cost of each class of fuel is shown
separately. These costs are used in the computations of the base fuel factor. The
SO, emission allowance expenses and other variable environmental costs, as
described in §58-27-865 (A)(1) (Supp. 2009), are shown separately.

AUDIT EXHIBIT JRC-5: SOUTH CAROLINA FUEL COST
COMPUTATION

Shown in this audit exhibit are the actual base fuel cost computations for the
actual review period and the estimated fuel costs for March through June 2010.
The exhibit also shows various adjustments and the base fuel cost computation of
the cumulative over(under)-recovery balances for March 2009 through February
2010.

AUDIT EXHIBIT JRC-6: TOTAL ENVIRONMENTAL COSTS

Shown in this audit exhibit are the total environmental costs for the actual review
period for sulfur dioxide (SO;) and nitrogen oxide (NOx) emission allowances,
ammonia/urea and limestone,

AUDIT EXHIBIT JRC-7: DETAILS OF ENVIRONMENTAL COSTS
Shown in this audit exhibit are the actual fuel cost computations for the actual
review period for sulfur dioxide (SO;) and nitrogen oxide (NOx) emission
allowances, ammonia/urea and limestone. The Company’s estimated variable
environmental costs are also presented for March through June 2010.

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900
Columbia, SC 29201
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Page 9 of 15

WOULD YOU PLEASE EXPLAIN THE AMOUNT BROUGHT
FORWARD FOR THE CUMULATIVE OVER(UNDER)-RECOVERY
BALANCE IN AUDIT EXHIBIT JRC-5?

Yes. As reflected in Audit Exhibit JRC-5, ORS brought forward a
cumulative over{under)-recovery balance from February 2009 of ($10,347,089).
The Company’s testimony reflects an over(under)-recovery balance of
($10,347,088) brought forward from February 2009. {PSC Docket No. 2009-1-
E—Barkley Exhibit No. 5}. The difference between the two balances is a $1
rounding difference.

PLEASE ELABORATE ON ORS AUDIT STAFF’S COMPUTATION OF
THE TRUE-UP OF OVER(UNDER)-RECOVERED FUEL COSTS.

ORS Audit Exhibit JRC-5, entitled “South Carolina Fuel Cost
Computation” presents ORS’s calculation of the actual cumulative over(under)-
recovery balance through February 2010 and the estimated balance through June
2010. The cumulative over(under)-recovery amount totaled ($4,129,067) through
February 2010. ORS then added the estimated over-recoveries of $737,076 for
March 2010, $452,267 for April 2010, $1,065,764 for May 2010, and $590,753
for June 2010 to arrive at a cumulative over(under)-recovery of ($1,283,207)
through June 2010. The Company’s pre-filed testimony {Barkley Exhibit No. 5}
in this docket lists the cumulative over(under)-recovery total through February
2010 as ($4,129,066) and through June 2010 {Barkley Exhibit No. 7}, the

cumulative over(under)-recovery totals ($1,283,206). The difference between the
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adjustment for this review period. On a system basis, the costs
totaled $99,620. On a retail basis, the over-recovery adjustment
totaled $11,725.

The Company made another adjustment to Purchased Power
expenses based on the same Purchased Power contract discussed in
Adjustment (2A) above. This adjustment to the Deferred Fuel
Account recognizes the exclusion from Purchased Power expenses of
those costs that can be identified as SO, expenses. Those expenses
are considered to be an environmental cost component. The
Company made an over-recovery adjustment to the base fuel cost

component, on a retail basis, of $51.

C) The Company determined that the prices of certain purchases

exceeded the “utility’s avoided variable costs for the generation of an
equivalent quantity of electric power.” Accordingly, the Company
made an adjustment to the Deferred Fuel Account balance that
recognizes the exclusion of those type costs from Purchased Power
transactions. The effect of the system avoided costs reduction
adjustments of ($44,515), on a S.C. retail jurisdictional basis for the
current actual review period, resulted in an over-recovery adjustment
of $5,239 to the Deferred Fuel Account’s cumulative balance in
February 2010. PEC also made an additional adjustment to the
Deferred Fuel Account in February 2010 for a true-up avoided cost
adjustment for 2009 for $172, on a S.C. retail jurisdictional basis.

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900
Columbia, SC 29201
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cumulative  over(under)-recovery component of ($1,283,207) and an
Environmental Cost cumulative over(under)-recovery component of $394,227,
the combined result totals an (under)-recovery of ($888,980).

WHAT IS THE RESULT OF THE ORS AUDIT DEPARTMENT’S

EXAMINATION?

Based on ORS Audit Staff’s examination of the Company’s books and
records, and its operation of the fuel cost recovery mechanism, it appears that the
Company’s accounting practices in computing and applying the monthly Fuel
Adjustment Clause have been in compliance with S.C. Code Ann. §58-27-865.
ORS Audit Department is of the opinion that the Company’s books and records
accurately reflect the fuel costs incurred by the Company in accordance with
previous Commission orders and with S.C. Code Ann. §58-27-865.
DO YOU SUPPORT THE SETTLEMENT AGREEMENT EXECUTED BY
THE PARTIES IN THIS HEARING?

Yes, I do.
DOES THIS CONCLUDE YOUR SETTLEMENT TESTIMONY?

Yes, it does.



Audit Exhibit JRC-1

Page 1 of 2
Progress Energy Carolinas, Inc.
Coal Cost Statistics
March 2009 - February 2010
Docket No., 2010-1-E
(1) () 3 L)) (5)
SPOT
Percentage of Cost/Tons Total
Month Tons Received Total Tons Received Received Received Cost $/MBTU
Tons % $ h 3 s
Mar-09 13,068 1.13% 71.75 1,015,981 2.9850
Apr-09 22,831 1.98% 84.96 1,939,693 33119
May-09 19,609 1.95% 55.64 1,091,102 2.3142
Jun-99 20,730 1.87% 77.81 1,613,073 3.0570
Jul-09 4,700 0.48% 59.12 277,865 2,1822
Aug-09 1,232 0.12% 73.75 90,862 2.8517
Sep-09 0 0.00% 0.00 2,828 0.0600
Oct-09 4,201 0.45% 62.57 262,841 2.4477
Nov-09 17,119 2.11% 72.84 1,246,876 2.7802
Dec-09 5,270 0.67% 63.58 335,086 2.4713
Jan-10 2,381 0.34% 54,01 128,596 2.2717
Feb-10 4,384 0.52% 54.72 239,900 2.2807

8,244,703

Total 115,525




Audit Exhibit JRC-1

Page 2 of 2
Progress Energy Carolinas, Inc.
Coal Cost Statistics
March 2009 - February 2010
Docket No. 2010-1-E
(n 2) 3) 4} (5)
COMBINED
Percentage of Cost/Tons Total
Month Tons Received Totai Tons Received Received Received Cost $/MBTU
Tons % $ $ 3
Mar-0% 1,160,109 100.00% 95.18 110,422,799 3.8671
Apr-09 1,151,837 100.00% 88.80 102,287,371 3.6075
May-09 1,006,276 100.00% 90.18 90,743,282 3.6625
Jun-09 1,109,599 100.00% 88.09 97,746,952 3.5793
Jul-09 987,117 100.00% 92.68 91,483,073 3.7628
Aug-09 1,049,680 100.00% 97.05 101,867,015 3.9293
Sep-09 823,038 100.00% 98.59 81,144,363 3.9985
Oct-09 923,878 100.00% 101.22 93,513,479 4.1046
Nov-09 811,576 100.00% 91.28 74,079,239 3.7088
Dec-09 792,343 100.00% 96.37 76,355,045 3.9084
Jan-10 709,433 100.00% 95.92 68,048,390 3.9043
Feb-10 836,508 100.00% 93.30 78,044,024 3.8048
Total 11,361,394 1,065,735,032

Total Received Cost = § 1,065,735,032 = $ 93.80 (Weighted Average Cost of Coal)
Total Tons Received 11,361,394



Audit Exhibit JRC-2
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Month

Mar-09
Apr-09
May-09
Jun-09
Jul-09
Aug-09
Sep-09
Oct-09
Nov-09
Dec-09
Jan-10
Feb-10

Month

Mar-09
Apr-09
May-09
Jun-09
Jul-09
Aug-09
Sep-09
Oct-09
Nov-09
Dec-09
Jan-10
Feb-10

Progress Energy Carolinas, Inc.

Received Coal - Cost Per Ton Comparison

March 2009 - February 2010
Docket No. 2010-1-E

Progress Energy Carolinas, Inc.

Invoice Cost
Per Ton

$

70.68
68.06
69.04
67.03
70.32
73.99
74.04
77.66
76.76
73.24
70.95
70.65

Invoice Cost
Per Ton

$

67.52
68.00
70.29
66.36
70.57
71.29
67.58
68.45
68.20
69.56
68.18
70.33

Freight Cost
Per Ton

$

24.50
20.74
21.14
21.06
22.36
23.06
24.55
23.56
14.52
23.13
24.97
22.65

Total Cost
Per Ton

$

95.18
88.80
90.18
88.09
92.68
97.05
98.59
101.22
91.28
96.37
95.92
93.30

Duke Energy Carolinas

Freight Cost
Per Ton

s

22.52
19.91
19.78
20.12
21.13
21.26
2298
22.16
22.66
24.89
22.79
22.89

Total Cost
Per Ton

$

90.04
87.91
90.07
86.48
91.70
92.55
90.56
90.61
90.86
94.45
90.97
93.22

Cost

Per MBTU

3.8671
3.6075
3.6625
3.5793
3.7628
3.9293
3.9985
4.1046
3.7088
3.9084
3.9043
3.8048

Cost

Per MBTU

$

3.6666
3.559%4
3.6611
3.5020
3.7133
3.7269
3.6752
3.6870
3.6984
3.8442
3.7070
3.8175



Month

Mar-09
Apr-09
May-09
Jun-09
Jul-09
Aug-09
Sep-09
Oct-09
Nov-09
Dec-09
Jan-10
Feb-10

Progress Energy Carolinas, Inc.

Received Coal - Cost Per Ton Comparison

March 2009 - February 2010
Docket No. 2010-1-E

South Carolina Electric & Gas Company

Invoice Cost
Per Ton

$

77.88
82.23
84.24
78.28
83.05
84.22
86.85
87.80
84.10
93.50
§4.82
74.53

Freight Cost
Per Ton

b

27.61
27.43
26.16
30.91
28.83
27.38
31.20
23.12
33.45
24.77
27.25
34.54

Total Cost
Per Ton

$

105.49
109.66
110.40
109.19
111.88
111.60
118.05
110.92
117.55
118,27
112,07
109.07

Audit Exhibit JRC-3

Cost

Per MBTU

4.1800
4.3600
4.3800
4.3100
4.4000
4.4000
4.6500
4,3900
4.6300
4.6800
4.4400
4.3300

Page 2 of 2
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